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The reports issued by ACFE show that organizations lose 6% of annual revenue 
to fraud. Financial fraud cases also have been happening in a string in China. These 
cases have seriously damaged the interests of investors. Therefore, the fraudulent 
financial reporting of listed companies has always been the hot issue in the theoretic 
and practical field. This paper mainly researches on the fraud behavior of listed 
companies and the anti-fraud behavior of CPA firms. Based on reviewing prior 
literatures and presenting institutional environment, the paper first examines the 
timing of fraudulent financial reporting. Subsequently, the paper tests the relationship 
between auditor tenure and audit quality in order to explore whether auditors identify 
and reveal financial fraud of listed companies through high quality audit. Finally, this 
paper continues to test the behavior of auditors from the perspective of audit fees.
This paper finds that: (1) fraudulent financial reporting is more likely given short 
auditor tenure; (2) the audit quality in the early years of an auditor-client relationship 
is lower (compared with medium and long auditor tenure), which means that these 
fraud firms have broken through the defense line of external audit; (3) audit fees on 
standard unqualified audit opinions are significantly higher than that on qualified 
opinions and disclaimer opinions, which means auditors give fraud firms the green 
lights in order to get the economic benefits. 
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